Senate Bill No. 928

CHAPTER 862

An act 1o repeal the heading of Chapter 4 (immediately following
Section 14330) of Part 5.3 of Division 3 of, to repeal the heading of
Aricle 1 (immediately following Section 14536) of Chapter 4 of Part
5.3 of Division 3 of, and to add Chapter 4 (commencing with Section
14550+ to Part 3.3 of Division 3 of, the Government Code, relating to
transportation. and making an appropriation therefor.

|Approved by Governor October 8, 1999. Filed
with Secretary of State October 10, 1999.]

LEGISLATIVE COUNSEL'S DIGEST

SB 928 Burton.  Transportation: financing.

Fxytng law requires that all money in the State Highway Account
m the State Transportation Fund  derived from federal sources or
from appropriations to other state agencies, or deposited in the
account by local agencies or by others, be continuously appropriated
to. and  he available for expenditure by, the Department of
Transportation tor the purposes for which the money was made
availuble. Unless otherwise expressly provided for by law, none of the
balance ot the money in the account may be expended until it has
been specitically appropriated by the Legislature.

[hee bill would continuously appropriate the amounts specified in
the Buadget Act as having been deposited in the account from federal
transportation  funds  and  pledged by the California Transportation
Comisston, as specified below, to the Treasurer for the purposes of
issuing federal highway grant anticipation notes, as specified, to fund
transportation projects selected by the commission. The bill thereby
weuld make an appropriation.

The bifl would require the commission, in order to provide security
tor e repavment of the notes, to adopt a resolution dedicating and
pledging any  future receipts of federal transportation funds to the
pavment of the notes. Upon taking that action, the commission would
be authorized to request the Treasurer to issue the notes.

The bill would require the Treasurer to issue the notes pursuant to
the commission’s resolution and would require the proceeds from the
sale ot the notes to be deposited in the Transportation Financing
Subaccount. which the bill would create in the account. The funds in
the  subaccount  would be available for use as directed by the
commission  and  administered by the Department of Transportation
and to pay costs associated with the issuance of the notes.

The bill would provide that the notes may not be deemed to
constitute a debr or liability of the state or any political subdivision
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thereois or o pledge of the full faith and credit of the state or any
political subdivision thereof, but shall be paid solely from the funds
and revenues pledged for that purpose.

The hill would limit the eligible projects to transportation projects
thut  have  bheen  designated for accelerated construction by  the
COMMNSSION

Appropriation: ves.

T people of the State of California do enact as follows:

SECTION 1. The heading of Chapter 4 (immediately following
Section 143306) of Part 5.3 of Diviston 3 of the Government Code is
repealed.

SEC. 20 The heading of Article | (immediately following Section
14530y of Chapter 4 of Part 5.3 of Division 3 of the Government Code
1s repealed

SECT 5 Chapter 4 (commencing with Section 14550) is added to
Part > 3 of Division 3 of the Government Code, to read:

Coariir 4. FEDERAL HIGHWAY GRANT ANTICIPATION NOTES
\rticle 1. Legislative Findings and Declarations

t4a300 The Legislature  hereby  finds  and  declares all of the
followmg

sad Between 1970 and 1990, California’s  population grew by 50
pereent. while the total number of miles driven in the state increased
by 1GO pereent ‘

tbi Conservative  estimates  have the state adding an additional 6
miflion new residents by the end of the next decade. ‘

¢t Revenues available for investment n California’s
transportation system  have not kept pace with that increasing state
popuintion.  or  with  the increased demand on the state’s
transportation infrastructure.

dr Califorma is now home to five of the nation’s 10 most
congested urban areas.

¢} Between 1987 and 1995, the number of California drivers who
sit idle o traffic congestion has grown by 70 percent, and California
drives now sit idle in traffic congestion more than 300,000 hours per
e,

fr it v estimated that traffic congestion in California now costs
the ~tate’s businesses more than two million eight hundred thousand
dotlar ($2.800.000) per day in lost time and resources.

rgi The United States Congress recently authorized states under
the federal National Highway System Designation Act of 1995 and the
federal Transportation  Equity Act for the 21st Century to issue
“GARVEER bonds.™  which are tax-exempt anticipation notes backed
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by annuat federal  appropriations  for  federal aid  transportation
projects

th Unlizing  grant  anticipation  notes  to  finance  federal
trimsportation projects can  greatly accelerate projects and can result
i srnificant cost savings  to  the  state, since those transportation
projects can be completed at present-day costs.

i Funding  transportation  projects  with  grant  anticipation notes
can also deliver projects to  the public  significantly sooner than
tradional funding mechanisms.

iy Therefore. it is in the best interest of the State of California to
devetop  these  new and  innovative methods for funding and
aceelerating critical transportation infrastructure projects.

Article 2. Definitions

[4332 Unless the context otherwise requires, the definitions in
this article govern the construction of this chapter.

145522 “Elgible Project” means any highway or other
transportation  project  that  has been designated for accelerated
construction by the commission.

L4552.4 “Federal  transportation  funds” means any  funds
apportioned o the  state by the United States Department of
Transportation. iacluding, but not limited to, funds paid pursuant to
the  Fransportation  Equity  Act for the 2lst Century (Public Law
105- 1780

3200 A Tnote™ s a federal highway grant anticipation note
issued by the Treasurer under this chapter.

Article 3. Selection of Projects

i35ty The commission may from time to tme select and
designate eligible projects to be funded from the proceeds of notes,
b finanemye  of the project from the proceeds of notes has been
approred  hy the Federal Highway Administration and the regional
transportation  planning  agency, and the project has completed
eovionmental clearance and project design.

by Notwithstanding  Section  7550.5 of the Government Code, on
or betore April 1 of each year, the commission, in conjunction with
the Treasurer's office, shall prepare an annual analysis of the bonding
capacry ol federal  transportation  funds deposited in the State
Hizhwayv Account in the State Transportation Fund.

[4533.2° The commission, in cooperation with the department
and  regional  transportation  planning  agencies, shall  establish
guidelines for ehgibility for funding allocations under this chapter.
The cwidelnes shall be nondiscriminatory and shall be designed to
alflow as many counties as possible to establish eligibility for funding
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allocatons under  this  chapter, regardless of the population or
geographic location of the county.

455334 The Treasurer may not authorize the issuance of notes
it the annual repayment obligations of all outstanding notes in any
fiscu’ vear would exceed 30 percent of the total amount of federal
transportation funds  deposited in the State Highway Account in the
State  Transportation  Fund  for any consecutive 12-month  period
withte the preceding 24 months.

145556 Al funds allocated to a project under this chapter,
meluding cost overruns and financing costs, shall be counted against
the  state  transportation  improvement program county share for the
county m which the project is located.

[45337  In order to provide security for repayment of the notes,
the commission shall adopt a resolution dedicating and pledging any
future recerpts of federal transportation funds received by the state
to the pavment of principal of, and interest and premium on the
notes  for as fong as any notes remain outstanding. That action shall
constiute o pledge or receipt of those moneys as collateral within the
meaning  of subdivision (b) of Section 5430. The pledge shall be
governed under Chapter 5.5 (commencing with Section 5450) of
Diviston 6 of Title | of the Government Code. The commission shall
he deemed a “public body” for purposes of Section 5451, as defined
in Seciion 5430.

45535 Before  notes are issued under this chapter, the
comnussion. in cooperation  with the department, shall consider and
determine the  appropriateness of the mechanism authorized by this
chapter i comparison to other funding mechanisms, including, but
not imited  to. pay-as-you-go, federal advance construction, federal
meremental advance  construction,  or  other  funding  methods
awtherized under federal law to achieve maximum efflmen(,y from
the state’s fe d( ml allocation of transportation funds.

(435320 b Upon  taking the actions authorized under this
articte the wmmission may request the Treasurer to issue notes to
provide funds for the eligible projects.

thy Notwithstanding  Section 7550.5 of the Government Code, on
or hefore April 1 of each year, the commission shall prepare and
submitanannual report regarding the preceding calendar year to
the Covernor and the Legislature. Each report  shall compile and
detail the total amount of outstanding debt issued pursuant to this
chapter and the projects funded by that outstanding debt.

Article 4. Issuance of Notes
45040 (w Inorder 1o provide for the financing of selected
prejects. the ‘Treasurer may issue tax-exempt or taxable notes under

thiv aticle Proceeds of the sale of those notes shall be deposited in
the  Transporration  Financing  Subaccount, which s hereby created
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as aospecral st fund o the State Highway Account in the State
Transportation Fund. The funds i the subaccount shall be available
forwseas directed by the commission and  administered by the
department and to pay costs associated with the issuance or further
security ol the notes or for capitalized interest of up to 12 months.

h+ Anv issue of notes may be secured and made more attractive
o capital markets through financial instruments, including, but not
linuted to. the following:

Iv Credit enhancements, including, but not limited to, letters of
credit. hond insurance, and surety bonds provided by private sector
financial institutions.

27 Insurance and guarantees provided by any other agency of the
state

I4~340 The  Treasurer shall issue notes from time to time
pussuant to & resolution from the commission. Those pledges shall be
governed under Chapter 5.5 (commencing with Section 5450) of
Privision 6 ¢t Title 1 of the Government Code. The resolution may
contan any ot the following provisions, which shall be a part of the
contract with the holders of the notes to be authorized:

fw) Provisions pledging  receipt  of future federal transportation
funds o secure the payment of the notes or of any particular issue of
nores  subject to those agreements with noteholders as may then
exist. and pledging moneys held in funds and accounts pursuant to
the sote assue. or the earnings thereon. The Treasurer may authorize
classe of notes having  different priority in the receipt of available
fecert transportation funds.

by Provisions for the investment of proceeds of the notes or of the
meneys recerved by the Treasurer for repayment of the notes.

wer Provisions setting aside  reserves  or  sinking  funds, and the
regutanion and disposition thereof.

ey Limitations on the issuance of additional notes, the terms upon
which additional notes may be issued and secured, and the refunding
of ourstanding notes.

ivr [he procedure, if any, by which the terms of any contract with
noteholders may be amended or abrogated, the amount of notes and
the helders thereof that are required to give consent thereto, and the
manner v which the consent may be given.

() Detimtions of acts or omissions to act that constitute a default
m the duties of the state to holders of the notes, and provisions on the
rights and remedies of the holders in the event of a default.

453440 Any notes issued under this chapter may be secured by
a4 st agreement, indenture, or resolution by and between the
comnussion and a trustee. The trustee may be the Treasurer or a bank
or st company  chartered under the laws of this state or of the
Umted  States and  designated by the Treasurer. The Treasurer may
acr uncer the note resolution as the fiscal agent for the notes.
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(45546 The notes shall be authorized by resolution or resolutions
ot the Treasurer, shall be in the form, shall bear the date or dates, and
shall mature at the time or times, as the resolution or resolutions may
provide. exeept that no note may mature more than 30 years from the
dawre of us issue. The fixed or variable notes shall bear interest at the
rale o1 rates. be in the denominations, be in the form, be executed
i the manner. be payable in the medium of payment at the place or
pleces  within - or  without the state, be subject to the terms of
redemption and contain the terms and conditions, that the resolution
or resolutions may provide. The notes shall be sold at public or private
sale by the Treasurer at, above, or below the par value, on the terms
and conditons and for the consideration that the Treasurer shall
detenmime

453548 cw) Notwithstanding  Section 13340 of the Government
Code the amounts specified in the annual Budget Act as having been
deposited m the State Highway Account in the State Transportation
Fund  from  federal transportation funds, and pledged by the
COMMSSION under this chapter, are hereby continuously
appropriated. without regard to fiscal years, to the Treasurer for the
purpeses ofand in accordance with, this chapter.

thy Funds that are subject to Section 1 or 2 of Article XIX of the
Calitorma Constitution may be used as the state or local principal
match for any project that is eligible for federal matching funds and
1+ tunded pursuant to this chapter.

4535 Upon request of the commission, the Treasurer may issue
retunding notes @ refund any outstanding notes, and to pay costs
assocrated with that refunding.

t4555.2° Whenever the Treasurer deems that it will increase the
salabihty or the price of the notes to obtain, prior to or after -sale, a
fegal opinion. other than that of the Attorney General, as to the
validity or tax-exempt nature of the notes, the Treasurer ‘may obtain
that feeal opmion. Payment for those legal services shall be made
from the proceeds of the sale of the notes.

425354 ‘The Treasurer may employ financial, engineering, or
transportation consultants or advisers, underwriters, and
devountants as may be necessary in his or her judgment in connection
with the 1ssuance and sale of any notes of the Treasurer. Payment for
these services may be made out of the proceeds of the sale of the
notes

I4525.6. Section 10295 of the Public Contract Code and Article 4
womiencing  with  Section  10335) of, and Article 5 (commencing
with Section 10355) of. Chapter 2 of Part 2 of Division 2 of the Public
Contract Code do not apply to  agreements entered into by the
Treaswer pursuant to the sale of notes authorized under this chapter.

[4555.8° Notes issued under this chapter are a legal investment
for anv stute special or trust fund notwithstanding any provision of
faw hnuung the investments that may be made by the special or trust
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furd - The notes shall be legal investments in which all public officers
and  oublic bodies  of  the state, its political  subdivisions. all
munic:paliies and  municipal  subdivisions, all insurance companies
and assocrations and other persons carrying on an insurance business,
all banks. savings and loan associations, savings banks and savings
associations.  mvestment  companies, all  administrators,  guardians,
exceutors.  trustees  and  other fiduciaries, and all other persons
authorized to invest in notes or in other obligations of the state, may
properly and legally invest funds, including capital, in their control
or belonging to them. The notes may be used as security for public
deposits The notes are also securities that may properly and legally
be deposited with and received by all public officers and bodies of
state or any  agency  or political subdivision of the state and all
municipalities and public corporations for any purpose for which the
deposit of notes or other obligations of the state is authorized by law,
includig deposits to secured public funds.

145350 Notes issued under the provisions of this chapter may not
be deemed to constitute a debt or liability of the state or of any
political subdivision thereof, or a pledge of the full faith and credit of
the state or of any political subdivision thereof, but shall be payable
solelv trom the funds and revenues pledged therefor. All the notes
shall contain on their face a statement to the effect that the State of
California shall not be obligated to pay the principal, or the interest
on the notes. except from the revenues received by the Treasurer as
shall: be provided by the documents goveming the revenue note
issaance. and that neither the faith and credit nor the taxing power
of the Sture of California or of any of its political subdivisions is
piedged W the payment of the principal or interest on the notes. The
issuance of notes under this part shall not directly or indirectly or
continzently obligate the state or any of its political subdivisions to
levy o1 1o pledge any form of taxation whatever or to make any
apprepnation tor therr payment.
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